














Money and Activity in the U.K. 1961-1983: 



















FEDERAL RESERVE BANK OF ST. LOUIS 
Research Division 
411 Locust Street 
St. Louis, MO 63102 
______________________________________________________________________________________ 
The views expressed are those of the individual authors and do not necessarily reflect official positions of 
the Federal Reserve Bank of St. Louis, the Federal Reserve System, or the Board of Governors. 
Federal Reserve Bank of St. Louis Working Papers are preliminary materials circulated to stimulate 
discussion and critical comment. References in publications to Federal Reserve Bank of St. Louis Working 
Papers (other than an acknowledgment that the writer has had access to unpublished material) should be 
cleared with the author or authors. 
Photo courtesy of The Gateway Arch, St. Louis, MO.   www.gatewayarch.comABSTRACT 
This is a study of the impact of money growth and money growth 
surprises on U.K.  real activity (GDP  and unemployment).  We find no 
support for the 'only surprises have real effects' story except in the 
1960s when the fixed exchange rate regime makes exogeneity of money 
questionable.  Some support is found for the older monetarist view that 
lagged actual money growth has real effects.  Our most surprising result 
is that U.S.  MI growth outperforms both U.K.  MI and sterling M3 as a 
determinant of U,K,  real activity in the floating exchange rate period. 